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THE CHANGE OF GOVERNMENT IN FRANCE 


IN JUNE last year the Government of M. Blum resigned because 
the Senate was not prepared to give a Socialist Cabinet, with 
M. Vincent Auriol as Minister of Finance, dictatorial powers—even 
of a strictly temporary character—to deal with the financial crisis. 
M. Chautemps, who succeeded him in office, was given by the Senate 
powers similar to those for which M. Blum had asked, though his 
Cabinet contained eleven Socialist Ministers and was a Front 
Populaire Government enjoying the support of both Socialists and 
Communists in Parliament.* He himself, however, is a Radical 
Socialist, and his Minister of Finance, M. Bonnet, a Radical, has 
“ conservative ’’ views on financial matters, and was trusted by the 
powerful middle classes not to resort to revolutionary methods in 
the task of arresting the fall of the franc and re-establishing a 
healthy condition of the national finances. 


Now M. Chautemps has in turn resigned, despite the success 
of his attempts to balance the Budget, after only just over six 
months of office. The immediate cause of his fall was the resignation 
of the Socialist members of his Cabinet, brought about by his 
disavowal of the support given to the Government by the Com- 
munists. Though they appear to have had no intention whatever 
of withdrawing that support M. Chautemps would seem to have 
come to the conclusion that the Communists were allies of more 
than doubtful value, and that their co-operation was given un- 
willingly—in fact, against their convictions—solely in order to 
keep the Front Populaire intact for the sake of the advantages 
which they themselves drew from participation in it. 


Such, at least, is a possible reading of the thoughts which were 
in the Premier’s mind when he made his unexpected declaration 
during the all-night sitting of January 13-14. M. Ramette, a 
Communist Deputy, had just made a speech in which he complained 
that all the points in the Front Populaire programme had not yet 
been adopted integrally,’ and said that if they did not vote against 
the order of the day it was solely because they did not wish to 
break up the Front Populaire. M. Chautemps at once got up and 
declared: “ At the very moment when we wish to defend the franc 
and when we have been insisting on the necessity of financial 
prudence M. Ramette must needs bring up afresh the list of the vast 





_ (1) There are 146 Socialist Deputies, 111 Radical-Socialists, and 82 Communists. 
‘he Centre can count 95 Deputies, and the Right, 127. 


(2) E.g., More public works, increased unemployment pay, and a sliding wage 
scale. In any case, M. Blum’s “‘ pause’’ had been rendered imperative by the 


financial position of the Government. 
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IN JUNE last year the Government of M. Blum resigned because 
the Senate was not prepared to give a Socialist Cabinet, with 
M. Vincent Auriol as Minister of Finance, dictatorial powers—even 
of a strictly temporary character—to deal with the financial crisis. 
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come to the conclusion that the Communists were allies of more 
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keep the Front Populaire intact for the sake of the advantages 
which they themselves drew from participation in it. 


Such, at least, is a possible reading of the thoughts which were 
in the Premier’s mind when he made his unexpected declaration 
during the all-night sitting of January 13-14. M. Ramette, a 
Communist Deputy, had just made a speech in which he complained 
that all the points in the Front Populaire programme had not yet 
been adopted integrally,’ and said that if they did not vote against 
the order of the day it was solely because they did not wish to 
break up the Front Populaire. M. Chautemps at once got up and 
declared: ‘‘ At the very moment when we wish to defend the franc 
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_ (1) There are 146 Socialist Deputies, 111 Radical-Socialists, and 82 Communists. 
Che Centre can count 95 Deputies, and the Right, 127. 

(2) E.g., More public works, increased unemployment pay, and a sliding wage 
cale. In any case, M. Blum’s “ pause”’ had been rendered imperative by the 
financial position of the Government. 
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expenditures which his Party demands,’”’ and he went on, “ M. 
Ramette asks for his freedom. That is natural and, as far as I am 
concerned, I give it to him.”’ 

M. Ramette was as surprised as were the rest of the Deputies, 
and the House was for a moment at a loss. The Socialist Ministers 
soon realized the position, however, and met to discuss their course 
of action. They fetched M. Blum back to the Chamber—it was 
now nearly 4 a.m.—and decided to resign from the Government. 
This, of course, meant the resignation of the whole Cabinet, which 
was handed to President Lebrun just after 5 a.m. 

It was not by any means the first time that the Communists 
had made it plain that they only abstained from voting against the 
Government because of their desire not to destroy the Front 
Populaire, and it is possible that M. Chautemps felt that the coalition 
which comprised them as well as the Radical Socialists (two parties 
whose principles are, after all, irreconcilable) was not really a 
workable one. He may have felt that the share of Communist 
responsibility for the illegal strikes was doing much more harm to 
the country than their undertaking not to oppose the Government 
in Parliament was helping it. The Communists have for some time 
been trying to secure control of the trade unions, and the temper 
revealed by the circumstances of the strikes in December suggests 
that irresponsible and militant elements have been increasing their 
hold over them to a dangerous degree. 

Accordingly, when the lightning strike of public services broke 
out in Paris on December 29 M. Chautemps at once—though after 
consulting M. Blum and M. Dormoy’—announced that the Govern- 
ment would take up the challenge and would not tolerate interrup- 
tion of the services indispensable to the nation’s life. 

The question as to where the responsibility lay for this attempt 
to hold the country to ransom has yet to be decided; the fact 
which influenced the Government to take drastic and unequivocal 
action was that the strike began at the very moment that representa- 
tives of the trade unions were discussing their grievances with 
M. Dormoy, and after M. Chautemps had promised to receive a 
deputation. There was, therefore, neither justification for the 
strike* nor popular support for the strikers, and the Premier was 
probably right in interpreting it as a deliberate attempt to provoke 

grave social disorder. He had the support of the whole Cabinet 
and of the Socialist press in deciding to present the men with the 
alternative of returning to work voluntarily or of being mobilized 
and ordered back to work as soldiers. They chose the former. 

The result was not, however, any improvement in the labour 





(1) He was Minister of the Interior, and a Socialist, in whom the trade unions 
were believed to have complete confidence. 

(2) The reason given for it was the action of the Government in using Army 
lorries to transport food, etc., to Paris when the commercial transport workers 
came out. In many people’s view this might have justified a limited strike to show 
the sympathy of the other transport workers. 
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situation generally, and instead it became more confused than ever. 
The trade unions openly deny the Government even the theoretical 
right to use armed force against stay-in strikes, despite the fact 
that the Socialists have proclaimed them illegal, and this has led 
the extremist elements in the unions, conscious of the strikers’ 
virtual impunity, to encourage the practice. M. Chautemps 
appealed solemnly to labour and capital to come to terms, and, in 
a broadcast speech on January 6, said the situation created by the 
conflicts was becoming a menace to the prosperity and the security 
of the country. Each side blamed the other, and he did not attempt 
to apportion the blame between them, but he did appeal to them 
to discuss the problem dispassionately, promising that a “ code of 
social peace ’’ would be submitted to Parliament in the form of a 
Government Bill, and this code would then have to be strictly 
observed by everyone. * 

He issued invitations to both sides to meet him in conference 
—he has in the past been very successful as a negotiator—but 
unfortunately the representatives of the employers refused to come,’ 
except on terms which would have prevented the reaching of any 
decisions of value. The meeting took place, however, on January 12 
and M. Chautemps professed himself as not too much discouraged 
by its incomplete character—he recalled previous occasions when 
capital and labour had refused to meet and he had been obliged to 
run from one room to the other. But, in fact, nothing was done, 
and from the provinces came reports of fresh labour unrest in the 
textile industry. 

It was just as this point that a renewed attack on the franc 
was causing the gravest anxiety to M. Bonnet,’ who held a con- 
ference with M. Chautemps on the subject the same day, January 12. 
At this he is generally believed to have emphasized strongly that 
he could not be expected to face the responsibilities for the finances 
of the country if the present internal situation continued, and it 
was common knowledge that he had long been anxious to see in 
ofice a Government that was independent of Communist support. 


The next day a Cabinet meeting was held, at which it was 
rumoured that M. Bonnet intended to resign. He did not do so, 
however, because he found the whole of the rest of the Ministry 
united, the Socialists having promised to support M. Chautemps in 
his fight against exchange control, an expedient which was advocated 
by the Communists and by the C.G.T., but was regarded as fatal 
to the prospects of economic recovery by both the Premier and 
M. Bonnet. 


—— 


(1) See the Chronology, page 17, for an outline of his statement. 


(2) That is, the big employers. The representatives of the small employers’ 
and technicians’ associations attended. 

(3) Heavy pressure on the franc kept the Exchange Equalization Fund busy 
that day. It was attributed more to industrial uncertainty than to the immediate 
financial situation. 
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The next day occurred the debate in the Chamber which 
terminated with the declaration by M. Chautemps, described above.’ 


* * * 


The internal situation which caused M. Bonnet so much concern 
was one in which a number of influences were working, though in 
different ways, to create uncertainty and want of confidence. The 
possibility that further devaluation of the currency would have to 
be carried out was encouraging the flight of capital abroad, and the 
labour unrest was affecting production and tending to increase the 
cost of living. 

If M. Chautemps—and M. Bonnet, with greater conviction— 
attributed this unrest to the influence of the Communists, it is 
equally certain that the latter, and many of the Socialists too, laid 
the blame on the employers. A bad impression was made by their 
refusal to meet the trade unions in conference with the Premier, 
and there is no doubt that many of them had all along shown great 
unwillingness to apply certain of the measures which resulted from 
the Matignon Agreement of June, 1936, and from the legislation 
passed subsequently by M. Blum’s Cabinet. Some of the laws were 
openly violated, especially the compulsory arbitration act, the awards 
under which often were completely ignored. 

M. Chautemps was called to power last June to form a Govern- 
ment in which interests other than those of the Left should be 
represented. His particular task was two-fold : first, to place the 
finances of the Government on a sound basis, and secondly, to induce 
capital and labour to come to terms. The first involved the creation 
of conditions such as would lead to a revival of trade and an increase 
of production, for, as M. Bonnet was the first to realize, there is no 
possibility of healthy Government finances save on the foundation 
of good trade and activity in industry. The former Finance 
Minister was also convinced that a balanced Budget was imperative 
as the pre-requisite for a real and permanent consolidation of the 
country’s position, both politically and economically, and he laid 
all his plans primarily with a view to bringing this about. 

He succeeded in producing Budget Estimates which showed a 
very great improvement on the situation as it was left in June,’ 
and this in spite of the fact that the trade revival, on which many 
of the revenue figures were based, did not come about. On the 
other hand, the cost of living continued to rise, wiping out all the 
gains achieved by the workers in the social reforms of 1936, and 
the result of these two factors was a recrudescence of strikes and a 
worsening of the relations between capital and labour in general. 
Thus success in his second task eluded M. Chautemps, for the 
temper of the strikers last December was such that no efforts 
towards conciliation or compromise were of any avail. The diffi- 

(1) See the Chronology under Jan. 13 and 14 for an outline of the proceedings. 


(2) The Chamber passed the Budget Estimates for 1938 on December 17 by @ 
majority of 547 votes to 25. 
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culties confronting the Government can be seen from the fact that 
though the stay-in strikes, which were started in the Goodrich and 
other factories, were illegal, and were declared so by the Socialist 
Party itself, the Government dared not use force to turn the strikers 
out—it would have meant bloodshed, which would have unleashed 
passions leading to unknown dangers to the country. As already 
noted, the mere resort by the Government to the use of military 
lorries to deal with the transport of essential supplies of food, etc., 
for Paris when the commercial transport workers of the capital 
ceased work led to a strike of all the public services which was a 
direct challenge to both the local authority and the Government. 

Leaving aside the controversial question as to the Communists’ 
share of responsibility for the strikes there was, from the Cabinet’s 
point of view, the much more serious question of the financial and 
social policy to which the Communist Party is committed. To 
begin with they advocate exchange control and the carrying out 
of a vast programme of public works and of wage and pension 
schemes which would enormously increase the expenditure laid 
upon the Government and make Budget equilibrium impossible. 

M. Chautemps was convinced that to attempt to carry out 
such a policy would lead to the downfall of the franc, with all that 
this would entail, and would destroy France’s influence abroad, 
seriously compromising her relations with Great Britain and the 
United States. 

The Socialists were satisfied with the Government’s programme 
—they had, after all, accepted M. Blum’s “ pause ’’ as a necessary 
stage in social reform—and M. Chautemps should have been able 
to carry on without the Communists, in view of the fact that his 
Radical and Socialist supporters number well over 300 in the Chamber, 
without including the Centre, represented by nearly 100 more. But 
unfortunately whenever it came to the test the Socialists declared 
themselves solid for support of the Communists," as has just been 
shown again during the Cabinet-making negotiations carried on by 
M. Blum. In other words, if he had been able to have the Socialists 
alone with him he would have been content ; it was when he found 
that he could not have the Socialists without the Communists that 
he realized it was impossible to carry on. 

M. Blum accordingly tried to cast his net much wider, with a 
view to achieving a “ national’’ Government, but found that the 
Radicals would not agree to the participation of the Communists. 
Also, he wished to have M. Paul Reynaud in his Cabinet, and the 
latter made conditions which the Socialists could not accept.’ 

When the President turned again to M. Chautemps the latter’s 





(1) Presumably for the reason that without the certainty of Communist support 
in the Chamber the 146 Socialists would have been out-voted by the 127 Right 
Deputies and the 95 of the Centre, with the 111 Radical Socialists also against them 
if advanced Socialist measures were in question. 

(2) He was reported to have stipulated that M. Marin’s Right Wing group 
should be represented. 
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first concern was how to prevent the recurrence of the previous 
difficulties caused by the solidarity of the two Left parties. He is 
reported to have attempted to get a pledge from the Socialists that 
they would not make common cause with the Communists, as such 
action would be bound to provoke a breach between them and the 
Radicals. 

This pledge the Socialists would not give—though they appear 
to have been seriously divided on the question of their attitude— 
and they decided not to participate in a Chautemps Cabinet ; on 
the other hand, they promised it support in the Chamber, and 
M. Chautemps has accordingly formed a Government composed 
entirely of Radicals save for two representatives of the Right- 
Centre.’ 

The Communists decided to adopt a waiting attitude, and, as 
for the Right, it must also remain to be seen whether the Premier 
will get any assistance from that quarter. M. Chautemps has himself 
described the new Cabinet’s programme as one “ such as would be 
incapable of creating a breach between the parties of the Front 
Populaire ’’’; if it is, it is not likely to meet with anything but 
opposition from both the Centre and the Right. 

In conclusion, it may be interesting to recall the terms of 
M. Chautemps’ “ creed,’’ to which he has repeatedly declared his 
adherence: that there can be no hope for the working classes in a 
bankrupt country, but that equally there can be no social peace 
in a country where the working classes are miserable. These, he 
says, are the two sides of a national policy, calling for sacrifices 
from all. 


Mm. 1. 





(1) One of the Socialist Republican Union and one of the Independent Left. 
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9 
POLISH FOREIGN POLICY AND THE LEAGUE 


ON JAN. 10, Colonel Beck, addressing the Foreign Affairs Committee 
of the Seym, said that at Geneva they were faced with two conflicting 
trends. Experience had proved that the League was not strong 
enough to enforce the principles of the Covenant ; yet there had been 
not only a growth in political passions, tending to impose on it even 
more difficult tasks, but there even appeared a tendency to make good 
the League’s failings by theoretical means. 

He did not mean that the search for more equitable solutions of 
differences was a waste of time, but he did “ regard as illusory the 
possibility of maintaining a state of affairs in which the statute and 
regulations of an institution set up to act as a system embracing all 
the nations of the world would, in the long run, be applied only by 
some of them to themselves and to others.”’ 

The League had now even lost its character as a European organiza- 
tion, and the situation was so acute that the hope that important 
countries would return to it had dwindled to vanishing point. Poland 
had no intention of doing anything to deepen the crisis, but they must 
know what they were responsible for, and by what obligations they were 
bound. 

In certain international circles attempts had been made to minimise 
the importance of Italy’s resignation from the League and the German 
declaration on the subject. Publicity had also been given to the 
suggestion that the League had actually benefited from this change. 
Colonel Beck expressed his disagreement with this suggestion, as also 
with the attempt to regard the League of Nations as an instrument 
directed against the totalitarian States. 

He reminded his hearers that Poland’s pacts with Germany and 
the U.S.S.R. were concluded when both those Powers were outside the 
League, and were “ based on profoundly conceived political reasons 
and interests, and preserve their value intact.’ The alliances with 
France and Rumania were concluded in 1921 and 1922, when the 
organization of the League was still loosely knit, so they were neither 
supplementary nor complementary to the Covenant. 

In the Danube basin, he went on, they were carefully maintaining 
their traditional friendships, and of all the political plans the one Poland 
favoured most was the idea of moulding relations in accordance with 
the principles laid down by the French and Italian Governments during 
the visit to Rome in Jan. 1935 of M. Laval. 

Colonel Beck emphasised the importance of the future of Palestine 
and of the “ general problem of Jewish emigration.’’ As regards the 
numerous plans current for the reconstruction of international economic 
and financial relations, he felt that these had no chance of success “ if 
we close our eyes to the current importance of the questions of raw 
materials and emigration.” 

The speech was broadcast and transmitted later in several foreign 
languages. 
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THE JAPANESE GOVERNMENT’S POLICY IN CHINA 


ON JANUARY rr the Imperial Japanese Council met to formulate 
the governing principles of the policy to be followed towards China, 
and this was followed by daily consultations between the Cabinet and 
the Imperial Staff. Such Councils are only held when decisions of great 
national importance are to be registered, and the last occasion was in 
1914, when the decision was taken to declare war against Germany. 

On January 16 the official statement was issued of the results of 
the discussions, embodying the Government’s ‘‘ fundamental policy ” 
towards China. It read as follows :— 

“Even after the capture of Nanking the Japanese Government 
have till now continued to be patient, with a view to affording the 
Chinese National Government a final opportunity to reconsider their 
attitude. However, the Chinese Government, without appreciating 
the true intentions of Japan, blindly persist in their opposition against 
Japan, with no consideration either internally for the people in their 
miserable plight, or externally for the peace and tranquillity of all Asia. 

“ Accordingly the Japanese Government will cease henceforward 
to deal with that Government, and they look forward to the establish- 
ment and growth of a new Chinese régime, harmonious coordination 
with which can really be counted upon. With such a régime they will 
warmly cooperate for the adjustment of Sino-Japanese relations and 
for the building up of a rejuvenated China. Needless to state, this 
involves no change in the policy adopted by the Japanese Government 
of respecting the territorial integrity and sovereignty of China, as well 
as the rights and interests of other Powers in China. 

‘ Japan’s responsibility for the peace of East Asia is now even 
heavier than ever before. It is the fervent hope of the Government 
that the people will exert still greater efforts for the accomplishment 
of this important task incumbent on the nation.” 

The Domei Agency declared that Japan was now likely at once 
to modify the status of Chinese diplomatic and Consular officials in 
Japan, increase her assistance to the provincial administrations in 
China, and resume the drive by her military forces. The Ambassador 
in China would probably be recalled, while the Chinese Ambassador 
in Tokyo would very likely leave for home on his own accerd. 

On Jan. 17 the press in Tokyo was full of approving comment on 
the Government’s statement, and the Asahi declared that Japan's 
relations with the government of Chiang Kai-shek had now been 
severed for ever. 

The Foreign Office spokesman, however, was less categorical. He 
said that if General Chiang should change his mind and seek to 
reopen negotiations with sincerity, he thought that they might be 
reopened. But, he added, the Japanese Government had no hope of 
negotiation. General Chiang had been fully informed, through 
Germany’s good offices, of the principles on which Japan would make 
peace ; it was his final opportunity, and his attitude was tantamount to 
rejection. The spokesman did not consider that the reference in the 
statement to new Chinese régimes constituted recognition of them. 
The situation rather resembled that with which all foreign Governments 
became familiar during China’s era of civil war, when foreign repre- 
sentatives conducted business with the persons actually exercising 
authority in any particular region. 
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II 


CHRONOLOGY 


Austria 
Jan. 5.—A strict control of travellers seeking to enter the country 


from Rumania was imposed. 

Jan. 11.—Meetings of the Iron Ring and the National League of 
Austrians (both Legitimist bodies) were interrupted by Nazis in Vienna, 
Villach, and Graz, and fights took place leading to the intervention of 


the police. 

The meetings had been convened under the slogan “ For indepen- 
dent Austria.” 

Jan. 13.—The Chancellor, writing in the Reichspost, said that the 
maintenance of the Rome Protocols appeared at the end of the Budapest 
conference as an irrefutable fact, and the Italian policy of close friendship 
with Germany was in full accord with that fact. ‘‘It should be 
recalled,” he explained, “ that Austria has always declared herself a 
German State, long before even the Rome-Berlin axis came into being.” 

The League of Nations had fallen short of its ideals, and a frequent 
reproach laid against it by the smaller States was that its present 
organisation made it too exclusively representative of the great Powers. 
But it must not be overlooked that Austria and Hungary had received 
very important economic and financial help from the League and its 
leading Powers—especially England. To-day, ‘“‘ we feel ourselves 
entitled and obliged,” he said, “‘ as far as we can, to inspire the original 
high ideals of the League with a new life.” 


Belgium 

Jan. 16.—A joint meeting in Brussels of the Labour and Socialist 
International and the International Federation of Trade Unions 
decided to recommend aboycott of Japanese goods. 

Delegations of 15 countries were present. 


Brazil 

Jan. 9.—At a speech at Uruguayana, on the frontier of Argentina, 
President Vargas, who was entertaining the President of that country, 
said there was very great need to strengthen inter-American relations, 
and urged the importance of economic co-operation and unity among 
the peoples of South America. 
__ President Justo replied in reciprocal terms. The occasion was the 
inauguration of the work on a bridge to give the first railway com- 
munication between the two countries. 


China 

Jan. 5.—The Nanking Government sent a Note to Tokyo pro- 
testing against ‘“‘ coercion’’ of Chinese Consular officials in Korea, 
alleging that officials refusing to acknowledge the Provisional Govern- 
— in Peking had been intimidated, Consulates raided, and documents 
seized. 

Jan. 7.—The Peking Government announced their decision to 
form a China joint Reserve Bank, the capital of which would be sub- 
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scribed equally by Chinese and Japanese interests, and which would 
issue new currency linked with the yen and the Manchukuo dollar. 

Jan. 11.—The Nanking Government Minister of Economics told 
the press at Hankow that the Customs revenue was almost gone; 
China would do her best to pay the foreign debt interest, but if she 
was forced to discontinue he thought the Government would be justified 
in doing so. 

Jan. 13.—The Prime Minister and Minister of Finance (Mr. H. H. 
Kung) stated at Hankow that China “intends fully and promptly to meet 
the service of her external and internal obligations. In _ 1937 
the total receipts of the Government exceeded those of the preceding 
years. Had it not been for Japan’s aggression China would have been 
able to attain budgetary equilibrium.” 

It was learnt that Mme. Chiang Kai-shek had gone to Hong-kong, 
accompanied by T. V. Soong, Hsu-kan, the Vice-Minister of Finance, 
and Mme. H. H. Kung and Mme. Sun Yat-sen. 

Meeting of Ambassadors at Amsterdam. (See The Netherlands.) 

Jan. 14.—Some 30 million people were estimated to be destitute 
in the region between Shanghai, Hangchow, and Wuhu. In Shanghai 
conditions were stated to be unsafe owing to banditry and acts of 
terrorism against Chinese suspected of collaborating with the Japanese. 

Jan. 15.—Chiang Kai-shek was reported to have ordered the 
execution of Li Tuo-chan, for failure to defend Soochow, and Wan 
Fu-lin, who had not held Paotingfu. Han Fu-chu was reported to be 
in custody at Hankow, and Admiral Shen Hung-lieh was appointed to 
succeed him as Governor of Shantung. 

Jan. 16.—The Peking Provisional Government, having assumed 
control over Shantung Province, appointed new Mayors of Tsingtao 
and Chefoo. 


Sino-Japanese War 
PROGRESS OF HOSTILITIES 
North China. 

Jan. 4.—The Japanese captured Kufow, on the railway south of 
Taian ; also Tawenkow and Ankiachwang, the latter just west of the 
line and south-west of Taian. The Chinese were reported to have 
offered no resistance. 

Jan. 5.—The Japanese occupied Yenchow, and columns advancing 
from Nanking reached points 60 miles north of Pukow. 

Jan. 6.—Han Fu-chu was reported to be at Kaifeng, in north 
Honan, with a view to resisting the Japanese on the Lunghai Railway. 
(The next Japanese move was believed to be to reach the railway and 
get control of the two junctions at Suchow and Chengchow.) 

The Japanese reported that over 21,000 Chinese troops had 
surrendered in Central and Southern Hopei since the fighting in the 
autumn. (They had been left behind and had been living on the 
country.) 

Jan. 7.—Tsowhsien, just south of Yenchew, and Changtien were 
occupied. Chinese forces were reported to be concentrated at Lincheng. 

Jan. 10.—The Japanese occupied Tsingtao, without opposition, 
and their commander announced that all the rights and interests otf 
third Powers would be respected. They were met on entering by a 
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band of Germans bearing the Nazi flag. Five warships anchored in 
the bay. There were also 2 British and 2 U.S. warships there. 

The Chinese claimed to have occupied Tsining station, where their 
positions were bombed by the Japanese. 

Jan. 13.—The Chinese claimed the capture of Chuchow, Kwangping, 
and other towns in South Hopei; also to have killed 2,000 Japanese 
in the fighting at Tsining. 

Chiang Kai-shek was reported to have ordered General Li Tsung-jen 
to hold the Lunghai Railway at all costs. 

Jan. 17.—Three Kwangsi divisions were reported to be concentrated 
on a line Linkhang-Yutai-Kinsiang-Chengwu. Both the Chinese and 
Japanese claimed possession of Tsining. 





Shanghai and the Yangtze Valley. 

Jan. 4.—Hankow was raided by 40 aeroplanes and military 
objectives damaged. 

Jan. 5.—The Japanese claimed to have destroyed 21 aeroplanes 
it Hankow without any loss themselves. The Chinese reported that 
they had raided Wuhu and destroyed 6 machines. 

Jan. 10.—The Japanese bombed Hsuchow and destroyed 13 trains 
and the station. 

The Chinese raided Kwangteh aerodrome and reported the 
destruction of 10 ’planes. 

Jan. 11.—Hankow was raided by 30 Japanese ’planes which damaged 
the aerodrome. Wuhu was raided by the Chinese. 

Chiang Kai-shek left Hankow for the Lunghai Railway front. 

Jan. 12.—Nanchang aerodrome was raided by 50 aeroplanes, while 
the Chinese reported a raid on Wuhu, when Japanese destroyers were 
hit. 

Jan. 17.—The Chinese launched an attack on Wuhu, and also 
reported progress towards Hangchow. 


South China. 

Jan. 6.—Japanese aircraft bombed the Pakhoi forts and trains on 
the Hankow and Samshui railways. 

Jan. 10.—Canton was raided and pamphlets dropped urging the 
people to overthrow Chiang Kai-shek, Communism, and the Kuomin- 
tang. 

Jan. 13.—Hoihow was raided, and Japanese forces were reported 
to have attempted to land on Hainan Island without success. 

Jan. 14.—The Japanese occupation of Wongkam Island, near 
Macao, was confirmed. Air raids were made on several places in 
Kwangtung. 

Jan. 16.—Japanese marines occupied a village in the Chungshan 
district, just north of Macao. Heavy fighting was reported from other 
places in Kwangtung Province. 


FOREIGN INTERESTS. 

_ Jan. 4.—The Japanese Consular, Naval, and Military Authorities 
in Shanghai presented to the Chairman of the Municipal Council a 
series of demands necessitated, they declared, by the disturbances to 
the peace and order of the Settlement, the repetition of which they 
attributed to the inefficiency or lack of will of the municipal police. 

“ The Japanese Army,” they stated, ‘‘ may be forced itself to take 
the requisite action to ferret out anti- Japanese elements and exterminate 
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them, with a view to making the Settlement a safer place to live in.” 

The demands included withdrawal of all opposition to the Citizens’ 
Federation, especially that maintained by 3 specified Chinese associa- 
tions, stricter supervision of the Chinese associations (including the 
Labour Union and the Chinese Chamber of Commerce), an increase in 
the number of Japanese in the police and in the personnel employed by 
the Council, and the appointment of Japanese to important adminis- 
trative positions. 

A survey of the damage to industry in Shanghai made by the 
Municipal Council showed that north of the Soochow Creek (in Japanese 
occupation) some 905 enterprises, mostly Chinese and employing 
30,860 workers, had been burnt and about 1,000 Chinese factories and 
workshops damaged. 

Statement by Japanese Minister of the Interior. (See Japan.) 

Jan. 5.—The employees of the Chinese wireless administration at 
Shanghai walked out, under orders from the Nanking Government, and 
the Japanese took over the service. 

The Nanking Government requested the American, British, and 
French Governments to prevent the Shanghai Municipal Council from 
surrendering Chinese citizens to the Japanese armed forces in accordance 
with the proclamation of Jan. 1. It stated that it would regard such 
surrenders as illegal. 

Jan. 6.—Japanese censors were installed in the offices of the three 
foreign cable companies in Shanghai. The wireless office was closed 
because the limited Japanese staff was unable to handle the traffic. 

Jan. 7.—British statement re right of navigation on the Yangtze. 
(See Great Britain. External Affairs.) 

Two British members of the Shanghai Settlement Police were 
assaulted by Japanese soldiers, when one of them, a sergeant, remarked 
to a Japanese at a crossing on the Settlement border that they were 
using unnecessary roughness in searching a Chinese civilian, and the 
other went to the former’s help. 

Jan. 8.—The British Consul-General in Shanghai protested to the 
Japanese Consulate against the treatment of the British constables, 
and asked that an official inquiry should be held into the case and into 
the attack on British police on Dec. 25, and for disciplinary measures 
against the culprits. (On Dec. 25 an Inspector was assaulted and 
detained at the headquarters of the Japanese naval landing party, and 
a Superintendent, who came to inquire for him, was also maltreated.) 

The Municipal Council also protested, pointing out that, whether 
or not a misunderstanding occurred before the attack, nothing could 
excuse what followed. It recalled that no reply had been received to a 
former protest against the ill-treatment of the two British Police officers 
on Dec. 25. 

Another incident occurred on the border of Nantao and the French 
Concession, when a Russian volunteer was attacked owing to his trying 
to stop a Japanese from beating a Chinese woman. Japanese troops 
trained machine-guns on the French police post and on other Russians 
who went to the heip of their compatriot. No shots were fired. 

Japanese Marines occupied the New Asia Hotel, north of Soochow 
Creek, owned by a Chinese from Hong-kong (a British subject) and 
hauled down two Union Jacks. 

Jan. 9.—The Japanese spokesman in Shanghai stated that the 
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uints of the incident of Jan. 7 were one-sided, and said it was caused 
by an insult which the Japanese soldiers felt reflected on the Imperial 
Army. 

Jan. 10.—According to the Domei Agency in Shanghai the Japanese 
authorities felt it unnecessary to answer the protest against the mal- 
treatment of British police on Jan. 7, but the results of the Army’s 
investigations would be published. 

The investigation placed the whole blame on the British sergeant, 
stated the Agency, and “as the Britisher’s utterances appeared to 
contain an unpardonable insult to the Imperial Army, Corporal Todani 
asked Mogi and a Japanese plain-clothes gendarme to ascertain the 
meaning of Sergeant Turner’s remark. It was found that his utterances 
constituted an unpardonable insult. Thereupon the Japanese soldiers 
subjected him to a chastisement of fists.”’ 

The sergeant had made a formal apology, which the Japanese 
authorities accepted, but the British authorities ‘‘ seem to want to 
make another issue out of a closed incident.”’ 

Jan. 11.—At Nantao an autonomous Commission was inaugurated 
to “ prepare the way to a brighter future in Central China and free 
the people from the shackles of the Nanking Government,” according 
to Japanese reports. 

It was learnt that the Japanese naval authorities at Shanghai 
had notified the senior British naval officer there that Japan could no 
longer permit the passage of non-Japanese merchant vessels up the 
Yangtze, though she would offer every encouragement to vessels at 
up-river ports to come down. 

Accordingly, foreign merchantmen were advised by the British 
naval authorities against attempting the upward passage, as it was 
not practicable to arrange convoys for them. 

Jan. 12.—The Japanese spokesman in Shanghai said the whole of 
Japan’s investments in the ports of Shantung, valued at some 1,000 
million yen (£58 million odd), had been destroyed. 

The Japanese naval C.-in-C. replied to British representations 
re the commandeering of British-owned tugs, promising to return two 
which had been found flying the Japanese flag. (Five tugs and 12 
lighters had disappeared since Dec. 15, and only 2 tugs had since been 
found.) 

Jan. 13.—The Japanese spokesman in Shanghai said the statement 
published that the Yangtze was closed to foreign shipping was appar- 
ently based on a misinterpretation of the Note sent to the Powers 
concerned. That Note had requested all foreign ships to obtain “ an 
understanding ’’ with the Japanese authorities before going up-river, 
and if such movements did not interfere with military operations the 
Japanese would provide an escort. 

Thirty minesweepers were operating, and new mines were being 
found daily, showing that navigation was dangerous. 

Jan. 14.—Protest by U.S. Government against looting of their 
property in Nanking, etc., by Japanese. (See U.S.A. External 
Affairs.) 


Czechoslovakia 


Jan. 5.—The frontier between Carpathian Ruthenia and Rumania 
was closed to the passage of immigrants. 
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Jan. 9.—The Rumanian Foreign Minister arrived in Prague and 
saw M. Krofta. Speaking at a banquet, M. Micescu assured the 
Foreign Minister that the road to Geneva naturally lay through Prague 
and Belgrade. 

Jan. 10.—An official communiqué stated that the conversations 
with M. Micescu had established “‘ an identity of opinion ’”’ and agreed 
upon a “ solidarity of action’ in international politics, and the con- 
clusions were “‘ confirmed by M. Micescu’s talks with M. Hodza and 


President Benes.”’ 


Denmark 
Jan. 17.—Representatives of the Oslo Powers met in Copenhagen 
to discuss how the Hague Agreement of May 28, 1937, was working. 


Egypt 

Jan. 4.—Dr. Maher, in a statement for the press, said the Wafd 
was not a collection of personalities, but an ensemble of national 
principles, and that all who deviated from them automatically expelled 
themselves. The Wafd to-day was represented by persuns of non- 
Wafdist origin and by former Ministers anxious to regain office. 

A manifesto was issued by Dr. Maher, Nokrashi Pasha (expelled 
from the Wafd in October) and their supporters explaining their dis- 
content with the leadership of Nahas Pasha and calling on Wafdists to 
rally round them. It insisted on the need for reorganizing the govern- 
ment machinery, and setting the national house in order. 

The dissident group styled itself the Saadist Wafd, but denied that 
it intended founding a new party. They were merely anxious to 
bring the Wafd back into the traditional channels in which it worked 
under Saad Pasha Zaghlul. They accused Nahas and Makram Ebeid 
of following an entirely personal policy. 

Jan. 9.—The Cabinet decided that the oath taken by the Army— 
by which officers swore allegiance to the King and country—should 
remain unchanged. (Nahas Pasha had demanded that the oath should 
be to ‘‘ King and Constitution.”’) 

Jan. 14.—Representatives of the Army took a triple oath of 
allegiance to the King, swearing to obey his orders on land, on sea, and 
in the air, inside and outside the valley of the Nile. 

Jan. 16.—Nahas Pasha and some ot the other members of his 
Cabinet left Cairo for Port Said and demonstrations occurred at Cairo 
and the stations along the route. The rival factions came to blows, 
and the police had to intervene. Several people were injured both in 
Cairo and at Port Said. 


Eire 
Jan. 12.—Announcement of meeting in London between Govern- 
ment representatives of both countries. (See Great Britain. External 


Affairs.) 


France 
INTERNAL AFFAIRS 
Jan. 4.—The President of the Committee of the Rassemblement 
Populaire Frangais was fined for reconstructing the dissolved Solidarité 
Frangaise. 
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Jan. 6.—M. Chautemps, in a statement issued through the press, 
warned the country that the social situation created by the labour 
disputes was a danger to the prosperity and security of France, and 
“ This cannot continue: the Government cannot allow it.” 

Each side blamed the other, but ‘‘ what is at all events certain 
is that it is absolutely essential to restore social peace,’’ and he went on, 
“the Government intend to proceed from financial recovery to an 
economic and social recovery. They appeal to both the employers and 
the workers’ representatives to meet again under the aegis of the 
Government to negotiate new agreements. . . . The Government will 
vive the force of law to this ‘Code of Social Peace’ by submitting it to 
Parliament. Thereafter, every citizen, whatever his class or ideology, 
must bow before the sovereignty of the law.”’ 

The Bank of France statement dated Dec. 30 showed that the 
State had borrowed a further 5,000 millions, making the total borrowed 
free of interest (under the Auriol agreement of June 18, 1936, and the 
Bonnet agreement of June 30, 1937) 31,908,805,755 francs. 

Over 12,000 millions of this represented the consolidation of debts 
incurred before the Blum Government came into office. 

Jan. 9.—The Ministry of Defence issued a decree extending the 
list of arms, etc., the manufacture and sale of which were to be controlled, 
to include gun mountings, bullets, grenades, sights, and other component 
parts. 
Jan. 11.—One of the arrested leaders of the Cagoulards was alleged 
to have confessed responsibility for the Paris bomb outrage of Sept. 11. 

Jan. 12.—The Minister of the Interior publicly accused the 
Cagoulards of the murder of the Roselli brothers in June, 1937. 

An industrial conference, called by M. Chautemps, met in Paris 
and was attended by the C.G.T. and representatives of the small 
employers’ and technicians’ associations. The Employers’ Federation 
had refused the invitation, except on unacceptable terms. 

The exchange rate of the franc fell to 154} to the £ owing to 
the movement of capital from the country. 

Jan. 13.—Operations by the British exchange control helped the 
franc to improve to 149} during the day, but it was understood that 
the resources of the French Exchange Equalisation Fund were practi- 
cally exhausted. 

The Chamber met to hear a statement by the Prime Minister 
regarding the financial situation. In examining the responsibilities for 
the weakness of the franc he directed sterner threats to the Left than 
to the Right, and demanded from it a change of attitude as a condition 
of carrying on. He also accused it implicitly of undermining the 
Government’s policy by half-hearted support, and demanded a complete 
cessation of all forms of illegality or violence by labour in return for 
the security to be given by the new code, and threatened the full 
weight of the law for those who continued to resort to such forms. 

Later, in view of Socialist resentment at his attitude, M. Chautemps 
explained that there had been a “ misunderstanding,’’ and that he was 
as ready to put down disorder from the Right as from the Left. He 
also said the employers had incurred a grave responsibility by refusing 
to attend a conference with the C.G.T. ik. 

The Chamber adjourned for the drafting of a resolution acceptable 
to the majority. Meanwhile the Socialists decided, by 75 votes to 36, 
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to agree to a liberal financial policy and expressed their confidence in 
the Government’s ability to ‘‘ assure Republican order.” 

The Communists decided that they could not support the resolution, 
but would not vote against it. 

The Chamber then resumed an all-night sitting. 

jan. 14.—A Communist deputy, after blaming the Right elements 
for the financial situation, made a vehement demand for increased 
public expenditure, a sliding wage scale, increased unemployment pay, 
and public works. He added that if they did not vote against the 
order of the day it was solely because they did not wish to break up 
the Front Populaire. 

M. Chautemps at once took advantage of this to say that the 
Communists had asked for their liberty ; very well, they could have it. 
He then called for the suspension, which was approved. 

The Socialist Ministers at once decided that they must resign. 
The Government as a whole followed suit, and at 5 a.m. handed their 
resignation to President Lebrun. 

The flight from the franc continued, the sterling rate closing at 
1494, despite intervention by the Exchange Equalisation Fund. 

The President received M. Chautemps and M. Daladier, but both 
declined the task of forming a Government. He then saw M. Bonnet, 
who accepted in principle. 

The Socialists passed a resolution claiming the right to direct the 
new Government (they had 146 seats in the Chamber). 

The Radicals passed a resolution expressing opposition to exchange 
control but leaving the future Government’s hands free. 

The exchange market was closed, and the private banks refused 
to’sell sterling. 

Jan. 15.—In reply to M. Bonnet’s invitation the Socialists refused 
either to take office in his Cabinet or to give it support in Parliament. 
He was accordingly compelled to abandon his task. 

The Socialists, in a revised statement of their attitude, said they 
would support a Radical-Socialist Premier, but not M. Bonnet. The 
Populaire printed an article against ‘‘ the impossible Bonnet Cabinet,’ 
and the C.G.T. published a statement that a general strike was not out 
of the question unless the new Premier was a man “ who had fought 
against the old majority.”’ 

Further stores of arms were discovered in premises on the outskirts 
of, Paris, and 3 men were arrested. 

At Nancy the police discovered the mobilization plans of a revolu- 
tionary society entitled P.A.C.C. 

Jan. 16.—The President asked M. Blum to form a Government, 
and he agreed in principle, consulting both M. Thorez and M. Paul 
Reynaud, with the idea of bringing about a national agreement with 
the Front Populaire as its basis. 

The Radical group decided to approve his scheme 

Jan. 16.—M. Blum told the press that he would like to form a 
national unity Government round the Front Populaire; this meant 
co-opting men who had hitherto belonged to the opposition, but were 
known for their attachment to democratic principles, as well as all those 
who had hitherto belonged to the Front Populaire. 

In existing circumstances it was very necessary to give an impres- 
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sion of social peace at home and national force abroad; that was why 

he was trying to bring about a sort of political Matignon agreement. 
Jan. 17.—M. Blum failed to form a Cabinet, owing very largely 

to the unwillingness of the Radicals to co-operate with the Communists. 
The President sent for M. Chautemps. 


EXTERNAL AFFAIRS 

Jan. 7.—The circulation of the Stampa and the Gazzetta del Popolo 
was prohibited in France. 

Jan. 13.—The Executive of the International Federation of Trade 
Unions, meeting in Paris, rejected the conditions proposed by the 
Russian trade unions as to the terms on which they would agree to 
affiliate. It considered the acceptance of the conditions as impossible. 


Germany 
INTERNAL AFFAIRS 


Jan. 4.—The Ministry of Finance announced that the tax yield 
for 1937-38 would total 14,000 million marks, 2,500 millions more than 
in 1936; adding that the abnormal needs of the State demanded that 
the upward tendency be continued in 1938. 

Jan. 7.—Herr Bernstein, the shipowner, was sentenced to 2} years’ 
penal servitude and a fine of a million marks for offences under the 
treason laws and infringement of the foreign exchange regulations. 

Jan. 15.—The foundation stones of the ro Adolf Hitler schools for 
the education of a Nazi élite were laid in the several Gaue, and Herr 
von Schirach, in a broadcast speech, said the decision they had taken 
was the decision between soul and cold intellect. In the time of 
‘Intellectual darkness ’”’ intellect had been of more importance than 
nation, flag, and Fatherland, and their movement had revolted against 
this period of cold calculation. 

The Bavarian Ministry of Education announced that the closing 
of convent elementary schools was to be followed by the closing of the 
Church secondary schools. 

Jan. 16.—It was learnt that a meeting of 23 pastors at Dahlem 
had been raided by the Gestapo and all those present arrested. They 
were released on condition they never returned to Berlin. 

Dr. Rosenberg, speaking at Lippe, declared that “ the German 
nation stands above all Confessions, and therefore the education of the 
young is exclusively the affair of the German people.”’ 

Father Meyer, a well-known Jesuit, was arrested in Munich for 
disobeying an order prohibiting him from preaching. (He had been 
arrested in June, and released with the imposition of a police banon 
his preaching.) 

Herr Kerrl, in an address in Berlin on “ Religion and World 
Philosophies,” said that there had lately been a fresh dabbling in politics 
by the Church. He besought the priests not to be hypocrites, liars, 
and Pharisees, but to demonstrate the creed of the Father in their 
daily life. He defined religion as ‘‘ the laws which I feel within that 
God has given me.”’ 

A further 76 Germans were deprived of their nationality. 


EXTERNAL AFFAIRS 
Jan. 4.—The Hamburger Fremdenblatt described the sent.ments in 
President Roosevelt’s speech as “‘ sheer Wilsonism,’’ and the National 
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Zeitung remarked that ‘‘on non-democratic régimes the President 
appears to hold the illusion which has long been put on the shelf, even 
among emigrant circles in London and Paris.” 

Jan. 6.—The Diplomatische Korrespondenz said the British and 
French action in reminding Rumania of her minority treaty, and 
‘ dispensing with discreet treatment of the matter,’’ was remarkable. 
The 20-year-old regulations were generally considered to be outdated 
and inconvenient. Britain’s representations, it declared, might be 
ascribed more to political reasons than to reasons of humanity and 
right. Doubtless events in Palestine had led to doubts about the 
expediency of the division plan and to the consideration of alterations 
which might be unpalatable to the Jews. For this reason an attempt 
was being made to secure a psychological settlement by taking up the 
cause of the Rumanian Jews. 

The Vdélkischer Beobachter commented sarcastically on the reluc- 
tance of Czechoslovakia to receive Jews driven out of Rumania. 

Statement by retiring U.S. Ambassador re difficulties of representing 
a democratic country in Berlin. (See U.S.A. External Affairs.) 

Jan. 9.—The Diplomatische Korrespondenz said that the Danubian 
countries had for too long been treated by the Great Powers as chessmen 
in a game in which the players themselves would not be affected. 
The maxim that the economic situation must never be disturbed by 
politics was especially true in Central Europe; “‘ but Germany is a 
natural part of the whole middle European district. And the fact that 
this has been fully recognized by Italy proves how closely down-to- 
brass-tacks and how fair are the principles of the Rome-Berlin axis.” 

Jan. 11.—The Papal Nuncio, speaking at the New Year reception 
to the Diplomatic Corps, said they hoped with all their hearts that 
Germany would be really happy and would prosper “‘ in the peace that 
is promised to all men of good will.’ They wished that the New Year 
might ‘‘ bring to humanity a pacification of the spirit, which is the 
expression of an inner certainty that peace can be restored to the 
world... . 

Herr Hitler replied that Germany was still striving with her whole 
strength to give her people the happiness of a community united in 
brotherhood, united by the elimination of all those social conflicts of 
interest which threaten the inner unity of nations. . . .” 

Their relations abroad were governed by the same attitude of 
mind, and they were therefore willing to collaborate with all nations 
sharing that opinion. ‘‘ The German people,” he said, “ will prefer 
peace endeavours that are truly constructive in the service of general 
progress to any destructive warfare. .. . The German national and 
State leadership looks forward confidently to such sincere understanding 
between nations.” 

Jan. 13.—Colonel Beck arrived in Berlin and saw the Foreign 
Minister, General Goring, and Dr. Goebbels. 

Jan. 14.—Protest to U.S. Government re statements by former 
Ambassador in Berlin. (See U.S.A. External Affairs.) 

Jan. 15.—M. Stoyadinovitch arrived in Berlin, and was entertained 
at a banquet at which Baron von Neurath said the German people had 
only one goal before their eyes : ‘to progress with untiring zeal—and 
guarding their natural rights—towards a secure future in a peaceful 


Europe.” 
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ent The Yugoslav Premier, in his reply, said that “‘ Peace, in our 


yen opinion, not only demands the guarding of our own interests, but also 
an understanding of and consideration for the interests of others.”’ 
nd Jan. 16.—The Frankfurter Zeitung, discussing the Far East, stated 
nd that China was likely to lose the war, but the cost to Japan would be 
le. very great. A third of her Army was in China, and to go on to Canton 
ed would need another 100,000 men. No Japanese who saw his country 
be surrounded by jealous and powerful States could like the idea that 
id most of her army was dispersed in a foreign country. What would 
he be the use of a victory if a Communist revolution were to break out 
ns in a desperate nation tortured by inner conflicts ? 
pt In Tokyo the moderate party had been pushed into the background. 
1€ In Shanghai General Matsui had evoked the shadow of K6niggratz ; 
| but the shadow of K6niggratz was also the shadow of Bismarck, and 
C- Bismarck, after defeating the Austrians, made them his friends. 
Jan. 17.—Negotiations were understood to be going-on for the 
g engagement in Italy of 30,000 farm workers, and in Austria, Hungary, 


Poland, Czechoslovakia, and Yugoslavia of about 10,000 workmen from 
each country to come to Germany temporarily. 


Great Britain 

d EXTERNAL AFFAIRS 

: Jan. 4.—A White Paper was published (Cmd. 5634) containing a 

| dispatch signed by the Colonial Secretary addressed to the High 

Commissioner in Palestine. This set out the terms of reference of a 
technical Commission which was to visit Palestine, to be a fact-finding 
body formed to study the details and practicability of the plan of 
partition. 

The dispatch showed that while the Government had accepted the 
Royal Commission’s scheme in principle they were ‘‘in no sense com- 
mitted to approval,’”’ of the details of what they described as a “‘tentative 
plan,” and, in particular, that they had not accepted the Commission's 
proposal for the compulsory transfer in the last resort of Arabs from 
the Jewish to the Arab area. Thus, the technical Commission might 
suggest modifications of the area recommended for retention under the 
Mandate. 

It also described the procedure necessary should the Commission's 
examination result in a scheme of partition which the Government 
could accept. If the League Council then approved the scheme, more 
time would be required to establish the independent States after a 

transitional period. For the present any action taken would be “ only 
} of an exploratory nature.” 

Mr. Ormsby-Gore’s dispatch was dated Dec. 23, 1937. The White 
Paper also cited the principal statements, resolutions, etc., on the 
4 Royal Commission’s Report, including the Government's Statement of 
f Policy of July, 1937 (Cmd. 5513), the House of Commons resolution of 
July 21, Mr. Ormsby-Gore’s statements before the Mandates Com- 
mission, the Permanent Mandates Commission’s Report, the speech by 
Mr. Eden at the 98th session of the League Council on Sept. 14, and 
the resolutions of the Council on Sept. 16 and of the Assembly on 
Sept. 30. 

Jan. 5.—The Government instructed the Minister in Bucarest to 
give the Rumanian Government a friendly reminder of the interest they 
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had always taken in the Minorities Treaty signed by Rumania and by 
the Allied and Associated Powers at St. Germain on Dec. 9, 1g19. 

Jan. 6.—M. Van Zeeland arrived in London, to see the Prime 
Minister and officials of the Treasury and Foreign Office. German 
semi-official comment on the representations to Rumania. (See 
Germany. External Affairs.) 

Attitude of Palestine press towards White Paper of Jan. 4. (See 
Palestine.) 

Jan. 7.—It was officially stated that the Government could not 
admit any right of interference with freedom of navigation on the 
Yangtze. 

Jan. 9.—M. Van Zeeland left London. 

Jan. 11.—Representations to Japanese authorities re shipping on 
the Yangtze. (See Sino-Japanese War. Foreign Interests.) 

Jan. 12.—The Dominions Office issued a communiqué stating that 
arrangements had been made for a meeting on Jan. 17 in London 
between representatives of the Government of Eire and those of the 
U.K. Government to “discuss outstanding questions which affect 
relations between the two countries.” 

Provisional figures of foreign trade for 1937 showed imports valued 
at £1,029,065,000, or {181,313,000 more than in 1936, and exports 
valued at £521,594,000, or £80,989,000 more than in 1936. Re-exports 
were valued at £75,167,000. 

The adverse balance totalled {£432,304,000, as compared with 
£346,378,000 in 1936. (Invisible export figures were not yet available.) 

Soviet request for closing of British Consulate at Leningrad. 
(See U.S.S.R.) 

Jan. 17.—Discussions opened in London with Mr. de Valera and 
other Ministers of Eire, when ‘a general survey of the outstanding 
questions affecting the relations between the two countries was 
begun .. .” 


H 

Jan. 9.—The Austrian Chancellor arrived in Budapest. 

Jan. 10.—Discussions began between the Prime Minister, Herr 
von Schuschnigg, and Count Ciano on the Rome Protocols. 

Jan. 12.—A joint communiqué issued in the three capitals stated 
that the Governments were “ considering ways for the possible recog- 
nition ’’ of General Franco, as a means of helping to restore peace in 
the world. As to other questions, Austria and Hungary sympathised 
with the Rome-Berlin axis, and Austria was satisfied with the harmony 
between the Rome Protocols and the Austro-German Agreement of 
July 11, 1936. 

Austria and Hungary took cognizance of the weighty reasons for 
Italy’s leaving the League, and believed that the League must not 
adopt an ideological character, or the two countries would have to 
reconsider their relations to it. 

Austria and Italy re-emphasized Hungary’s right to military 
equality ; and they hoped that Hungarian-Rumanian relations could 
be satisfactorily solved, to promote peace in the Danube Basin. 

Jan. 17.—The Minister of the Interior stated that persons not 
provided with regular passports would in no circumstances be admitted 
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into Hungary from Rumania, and visas would not be granted to 
Rumanians who wished to leave their country owing to political 
conditions. 


Italy 
INTERNAL AFFAIRS 

Jan. 9.—Signor Mussolini, speaking to an assembly of 60 bishops 
and 2,000 priests in Rome, said that such a meeting was rendered 
possible only by the conciliation between Church and State. He 
recalled the help given by the clergy during the Abyssinian war and also 
against the “‘ so-called civilized hordes of the sanctionists.’’ The priests, 
he said, should help to raise the numerical strength of the population, 
since it was the big families which furnished the big battalions. Italy 
had a special duty to serve as a bulwark of Christian civilization, 
because of her intrinsic strength and the number of her sons. 

Speaking to agriculturists, in the presence of the German Minister 
of Agriculture, the Duce said the latter’s presence was a proof that 
‘in the agricultural sphere, too, collaboration between the two peoples 
is useful.”” Wheat no longer had to be imported, and the battle of 
the grain would form the pivot on which would turn Italian efforts for 
the attainment of the maximum agricultural production. 

Jan. 12.—The Minister of Corporations, in a circular to all governors 
of provinces re the decisions taken by the Central Corporative Com- 
mittee on price regulation, said that prices had reached the maximum 
level which the consumer could afford. Further increases would in 
general not be justified, and every effort must be made to keep prices 
stable. 

EXTERNAL AFFAIRS 

Jan. 4.—Signor Mussolini received a delegation from 1,500 
Rumanians who were paying an organized visit to Rome. 

Jan. 5.—Diplomatic Information, in a review of the attitude of 
the world towards Abyssinia, said it had never been the intention of 
the Government to solicit in any form whatsoever the recognition of 
the Empire by anyone; but, naturally, it could only view with favour a 
return to normal diplomatic relations with those countries which were 
not represented in Rome in a regular manner. 

It enumerated the countries which had recognized the Empire 
de gure: Germany, Austria, Hungary, Switzerland, Yugoslavia, 
Albania, Spain, Japan, Manchukuo, and the Yemen, and “ Poland can 
be added, because she has declared at Geneva that she considers the 
Italo-Abyssinjan question to be settled.” 

The following countries had representatives in Rome accredited in 
the name of the King Emperor: Chile, Panama, Ecuador, Guatemala, 
Nicaragua, and Ireland, and Italian sovereignty over Abyssinia had 
been recognized de facto by Great Britain, France, Belgium, Greece, 
Bulgaria, Rumania, Czechoslovakia, Turkey, Iran, Peru, and Haiti. 

Jan. 7.—It was announced that 2 battleships of 35,000 tons, 12 
scouts, and a number of submarines were to be laid down at once. 

Signor Gayda said that in 3 or 4 years the Navy would contain 
4 battleships of 35,000 tons and 4 of 24,000 ; 7 cruisers of 10,000 tons 
and 12 of 5 to 8,000; 12 large scouts and 12 of about 2,000 tons; 
20 large destroyers, 24 smaller; 32 torpedo boats, and over 100 
submarines. 
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He also said ‘“‘the African Empire will become, together with 
Libya, the outlet for vast masses of Italians and for their productive 
and commercial activities. It must be linked to the mother country 
with safe instruments if it is to realise its unity with her.” 

Jan. 10.—The text was published of the Treaty with the Yemen 
signed on Sept. 4, 1937, to remain in force 25 years. Italy confirmed 
the recognition of the absolute independence of the Yemen and both 
countries granted most-favoured-nation treatment. 

Jan. 12.—Communiqué re results of Rome Protocols conference. 
(See Hungary.) 

Jan. 13.—Signor Gayda described the declaration after the Buda- 
pest conference as “‘ such a smack in the face for the semi-official British 
press, which predicted that the conference would end in a complete 
fiasco for Italy, that two leading newspapers did not even dare to 
mention it this morning.” 

He stated that the three Governments now “ adhere without any 
reserve to a well-defined international system ”’ based on the Rome- 
Berlin axis and the anti-Comintern Pact. 

Jan. 17.—A party of over 100 peasants left Brindisi for East Africa 
to settle on land selected by the Government west of Harar. Further 
parties were reported to be going to Central Abyssinia in February. 


Japan 


Jan. 4.—The Minister of the Interior told foreign press correspon- 
dents that the anti-British feeling in Japan was due to England 
attempting to block Japanese economic expansion in China. He added 
that Japan was confident that the establishment of lasting peace in 
the Orient was her mission and that she would overcome any obstacles 
for that purpose. ‘ This is not alone Japan’s mission,” he said, “ but 
the common mission of the Oriental races. World peace cannot be 
realized unless the coloured races are liberated from the shackles of the 
whites.” 

Admiral Suetsugu added that China was relying both on Russia 
and on Britain, through Hong-kong, but Japan could not stand indefinite 
Chinese resistance and so must cut off the sources of help. If she 
came to a clash with Great Britain it could not be helped; “if the 
British cease to assist China it would be a very good thing for the 
Orient. Japan’s economic position is very strong ; ; _ She would never 
be forced to surrender by a blockade like Germany.” 

He also said that he would welcome a working agreement with 
Moscow in East Asia, but that it was not possible owing to Japan’s 
adherence to the Anti-Comintern Pact. 

Jan. 5.—Protest from Chinese Government re treatment of Consuls 
in Korea. (See China. External Affairs.) 

Jan. 6.—It was announced that a new Ministry of Social Welfare 
had been created, to be held by Marquis Aido. Among other duties 
it was to prepare for demobilization. 

The Chief Secretary of the Cabinet told the press that Chiang 
Kai-shek’s Government had fled into the interior; it was clear that 
they dreaded the power of the Japanese Army and the determination 
of the Japanese people, and a desire to seek peace was becoming 
increasingly apparent. 

Japan had made tremendous sacrifices in the present holy war, 
solely because she sought security for permanent peace in East Asia. 
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Unless China showed a sincere intention of reconsidering her policy 
Japan “ must press forward for the attainment of her objective.” 

The Minister of the Interior stated that the Government's Bill for 
nation-wide mobilization included the control of publications and of 
speech, but they would not do anything unreasonable. 

Jan. 7.—The Foreign Office spokesman, replying to questions about 
statements by Admiral Suetsugu that the White races must be driven 
out of Asia, pointed out that they were made before he became Home 
Minister and did not represent the views of the Government. What he 
had done was to emphasize that white domination over coloured races 
needed modification so that real peace might be secured. 

He had not said that he wanted to fight Great Britain, nor predicted 
a clash with her; he merely wished to emphasize the importance of 
stopping supplies of arms to China. 

Jan. 10.—The Cabinet and Imperial Headquarters were understood 
to have attained unanimity on the next steps in China, and Mr. Hirota 
received the German Ambassador. It was then announced that the 
Cabinet had “‘ decided on strong policies to extirpate the anti- Japanese 
régime in China.”’ 

The Foreign Office spokesman said the Cabinet discussions were 
concerned with the policy to be adopted in view of China’s “ recalcitrant 
attitude.” That the Government were prepared for both peace and 
protracted hostilities had already been made clear; for peace the 
Nanking Government must abandon their policy of anti-Japanism, but 
actually they were still clamouring for the prolongation of armed 
opposition, in total disregard of the welfare of their people. 

Domei Agency reports re incidents in Shanghai. (See Sino- 
Japanese War. Foreign Interests.) 

Jan. 11.—The Imperial Council met and approved the Govern- 
ment’s proposals. The Emperor received Prince Konoe, who was 
believed to have assured his Majesty of the Government’s determination. 

The Finance Minister reported to the Cabinet on the financial 
situation, and expressed confidence that the country’s economic power, 
directed by the powers the Government exercised, was well able to 
endure ; though sacrifices would have to be made. 

Mr. Shiratori told the press in Tokyo that China ought not to have 
an army, as Japan would protect her if needed. ‘‘ Japan is apparently 
fighting China,” he said, ‘“‘ but really she is fighting the influences 
which are guiding her from behind. For Japan to advance only as 
far as Hankow and Canton would be meaningless until these hidden 
influences are destroyed.”’ 

After references to the help obtained from Russia and Great Britain 
he concluded, ‘‘ Japan’s kingly way in diplomacy is to play the role of 
a missionary to establish generally the ideals of the Empire. There 
will still be a great task of liberating the various races of Asia when 
the 400 million Chinese have been saved.”’ 

Jan. 16.—Issue of statement by the Government re policy towards 
China. (See Special Note, page 10.) 

Report of negotiations in America for a credit for Manchukuo. 
(See U.S.A. External Affairs.) 

Proposal for boycott of Japanese goods by Labour. (See Belgium.) 
Jan. 17.—Statement by Foreign Office spokesman ve China. (See 
Spectal Note, page 10.) 
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League of Nations 


Jan. 14.—At the request of the French Foreign Ministry the 
Council meeting was postponed until Jan. 26. 


Manchukuo 

Jan. 16.—Report ve request for loan for heavy industry. (See 
U.S.A. External Affairs.) 

Jan. 17.—The Government announced their intention to co-operate 
fully with the new régime in China and Mongolia, and especially with 
the Government in Peking, which would eventually become the 
Government of China. 


The Netherlands 

Jan. 13.—Sun Fo, President of the Chinese Legislative Yuan, 
arrived in Amsterdam from the Far East, and was met by the 
Chinese Ambassadors and Ministers to Great Britain, France, Belgium, 
Czechoslovakia, and The Netherlands. 


Palestine 

Jan. 4.—Two Jews were wounded inside the Old City, and shots 
were fired at a Jewish bus. 

A strike of shops was declared at Hebron against the collection of 
a fine of £P2,700 for the maintenance of 40 police posted there. 

British White Paper ve technical commission to visit Palestine. 
(See Great Britain. External Affairs.) 

Jan. 5.—A Jewish policeman was killed when a Jewish bus was 
ambushed 15 miles from Jerusalem, and 4 other Jews were wounded in 
other attacks on buses. 

The British White Paper was received coldly by both Arabs and 
Jews. 

Jan. 6.—The press of both communities regarded the Colonial 
Secretary’s dispatch of Dec. 23 as evidencing a new phase of a policy 
of oscillation of which the White Paper of October 20, 1930, and Mr. 
MacDonald’s letter to Dr. Weizmann of Feb. 13, 1931 had been 
examples. 

The Davar, the organ of the Histradut, said the dispatch suggested 
that ‘‘ while waiting for the great things we may find ourselves without 
either State, or Mandate, or the Balfour Declaration, without either a 
complete or a mutilated Land of Israel. . . .” 

The Arab Addifaa stated that the declaration of the Government's 
refusal to transfer the Arabs compulsorily from the Jewish State and 
of their desire to include in it the smallest number of Arabs possible 
implied abandonment of the partition plan as conceived by the Royal 
Commission. 

Telegram to British Government from American Zionists. (See 
U.S.A. External Affairs.) 

Jan. 10.—Mr. Starkey, a British archaeologist, was murdered by 
Arabs near Hebron. 

An informer in Jerusalem was sentenced to 10 years’ imprisonment. 
(There had been several cases of false denunciations to the police to 
satisfy private grudges.) 

Jan. 12.—A fine of £P200 was collected from the village of Mujeidal 
in connection with the damage to the oil pipeline nearby. 
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Two bandits were captured when police surrounded a house near 
Hebron. 

Jan. 15.—A Jewish special constable was shot dead in Jerusalem 
while on duty. 


Poland 
Jan. 5.—Telegrams were published exchanged between the Prime 


Minister and M. Goga, and between Colonel Beck and M. Micescu. 

Jan. 10.—Colonel Beck’s speech to the Foreign Affairs Committee 
of the Seym. (See Special Note, page 9.) 

Jan, 12,—General Skwarczynski took over the leadership of the 
National Unity Camp from Colonel Koc. 

Jan. 16.—The Gazeta Polska said that, as a result of Colonel Beck's 
visit to Berlin, “‘ possible causes of friction between Poland and 
Germany over Danzig have been removed.” 

Portugal 

Jan. 10.—The premises of a Communist paper, Avante, were raided 

and 3 agitators arrested. 


Rumania 

Jan. 4.—The Foreign Minister informed the press that their 
foreign policy was independent of domestic policy, and that they 
remained loyal to the treaties binding the country to France, Poland, 
and the Little and Balkan Ententes. 

jan. 5.—It was learnt that the Government had received from 
the French Minister, on Jan. 3, a reminder of their minority treaty 
obligations and of the possible effects of the proposed restrictions on 
Jews. M. Goga was believed to have replied that he was prepared to 
state their case at Geneva, and to have pointed out that most of the 
Jews affected were post-war immigrants. 

Instructions to British Minister re Minorities Treaty. (See Great 
Britain. External Affairs.) 

Jan. 6.—It was announced that a new Minister to be appointed 
to Italy would receive Letters of Credence to the King of Italy as 
Emperor of Ethiopia. 

Jan. 7.—M. Goga informed a deputation of local British business 
enterprises that he and his colleagues were anxious to collaborate with 
British capital and to have a “ direct line’’ between Bucarest and 
London instead of the hitherto existing indirect one, and that he hoped 
the King’s visit to London would even further strengthen the existing 
ties with England. 

The real legislation of the country would begin when the new 
Parliament met ; he was no improviser, but a rational evolutionist. 

He invited the members of the delegation to come to him with their 

ae individually if they ever suffered through misinterpretation of 
the law. 
_ Jan, 8.—The Minister of Finance broadcast a statement emphasiz- 
ing that the punctual settlement of salaries, pensions, and extraordinary 
payments for material required for defence was the imperative duty of 
good management of State affairs. The Government would see that 
revenue came up to estimates, that the trade balance was favourable, 
and that an equilibrium was preserved between the value of the currency 
and internal and world prices. 
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They would respect the rights of foreign capital “ collaborating 
with our forces, and we will honour our obligations abroad in accordance 
with existing agreements and transfer possibilities.’’ A “ fiscal ’’ census 
would be taken for the equitable imposition of taxation. 

Jan. 9.—M. Micescu in Prague. (See Czechoslovakia.) 

M. Goga told an Italian pressman that it was not right that 
Rumania should be turned into a new California to harbour all the 
nomads of the earth, a perpetual source of political insecurity and 
economic disturbance. He wanted those foreigners who had come there 
on transit permits to continue their journey, and, as to the Jews, there 
were about 500,000 who could not be looked upon as Rumanian citizens. 
Most of them had entered the country after the war. 

Jan. 10.—The Soviet Minister in Bucarest left for Moscow, recalled, 
it was stated, at his own request. 

The two opposing groups in the Liberal Party were understood to 
have composed their differences. 

Jan. 13.—The leader of the All for the Fatherland Party told the 
press that the National Christian Party had unjustly accused them of 
having ‘‘ destroyed’ the national cause by going over to the enemy 
and becoming the defenders of the Jews; also of having become anti- 
dynastic through their pact with the National Peasant Party. In fact, 
both he and M. Maniu regarded as a crime any action which not only 
touched the dynasty but even so much as dimmed its glory. 

The Minister of Labour issued a decree dismissing all Jewish 
doctors from the panel. 

Jan. 16.—The Minister of Agriculture announced, in a broadcast, 
that the Government had abolished the old land taxes and had substi- 


tuted taxes on certain agricultural products sold. Steps had been 
taken to reduce the price of salt, oil, and cotton, and railway fares had 
been lowered by 25 per cent. 

Jan. 17.—It was announced that the Government had decided to 
limit the annulment of post-War Jewish naturalisation papers to those 
who had obtained Rumanian citizenship by fraud and by false 
declarations. 


Spain 
INTERNAL AFFAIRS 
an. 4.—The insurgents reported that their hold on Teruel was 
fully re-established, but the Government forces claimed to have defeated 
all attempts to enter the town. 

Jan. 5.—A decree was published ordering all civilians to leave 
Madrid within 30 days. It was believed to affect 400,000 people. A 
complete revision of food-rationing cards was to be undertaken, and all 
cards withdrawn from persons not fighting or engaged in indispensable 
services, 

Conflicting reports were published of the situation at Teruel, to 
the south of which the insurgents claimed to have made progress. 
The Government forces stated that they had cleared the town of all 
insurgents, except a few hiding in subterranean passages. 

Sefior Caballero resigned from the post of secretary-general of the 
U.G.T. and was succeeded by Don José Vega. A new executive com- 
mittee was formed which pledged itself to support the Government 
and obtained the collaboration of the C.N.T. 
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Senior Prieto, the Minister of Defence, was understood to be the 
virtual leader of the unions. 

The Salamanca Administration issued a statement that the number 
of priests whose murder since Feb. 1936 had been “ actually proved 
and documented ”’ was 16,288. 

Jan. 6.—The new “ Institute of Spain’’ was inaugurated at 
Salamanca. It was a corporation formed of the 6 Academies—of 
Language, History, Fine Arts, Physical and Natural Sciences, Moral 
and Political Sciences, and Medicine. 

Jan. 7.—Col. Rey, the insurgent commander at Teruel, surrendered 
with about 200 men and 1,000 civilians following the blowing up of the 
Seminary and the building of the Bank of Spain by mines laid by the 
Republican troops. The town was stated to be in ruins, and most of 
the civilian population were reported to have evacuated to the Republi- 
can military lines. The prisoners included the Civil Governor. 

Jan. 8.—Fighting continued for the Tooth of Teruel, part of which 
the insurgents still held. 

A Salamanca communiqué censured Col. Rey, stating that it was 
owing to his weakness and incompetence that the original Republican 
attack succeeded in penetrating the insurgent lines in December. 

Jan. 9.—The Republican commander, in accepting Col. Rey’s 
surrender, pledged that ‘‘the Republican Army will respect the 
prisoners, care for the wounded and ill, assist the civilian refugees and 
guarantee the lives of all, under the laws of the Republic.” 

jan. 11.—Barcelona and other places on the coast were raided by 
aircraft reported to come from Majorca. 

Jan. 15.—Barcelona was raided three times and much damage 
done. 
Jan. 15.—The police arrested 153 people in Madrid on charges of 
plotting against the Government. 

Jan. 17.—The insurgents reported the capture of several positions 
on the Granada front. They also raided Valencia, Barcelona, Sagunto, 
and other towns from the air. 


EXTERNAL AFFAIRS 
Jan. 4.—The authorities at Irun arrested the French Consul, on 
charges, it was reported, of espionage. 
Jan. 11.—A Dutch merchantman was reported to have been sunk 
by a submarine off Cape San Antonio. 
Jan. 12.—A party of British Labour M.P.’s were entertained at 
a banquet at Valencia. 


THE NON-INTERVENTION COMMITTEE 

Jan, 11.—The Sub-Committee examined a draft resolution covering 
the plan for the withdrawal of volunteers, the restoration of supervision, 
and the grant of belligerent rights, and it was noted that “ no difficulties 
of principle need be anticipated in regard to the composition of the 
Commissions to be sent to Spain, provided that the persons proposed 
for appointment commanded general approval.” 

The Secretary reported that, all Governments having agreed to 
the proposed expenditure of £5,000, he had engaged experts to advise 
on medical questions, victualling, etc., for the evacuation. 
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Switzerland 

Jan. 10.—The Executive Committee of the World Jewish Congress, 
meeting at Geneva, decided to submit a petition to the League Council 
protesting against the Rumanian policy as a violation of the minorities 
clauses of the Treaty of Dec. 9, 1919. (These guaranteed the equality 
of all Rumanian citizens.) 


Tunis 

Jan. 8.—Rioting occured at Bizerta following the deportation of 
Hassan Nuri, a nationalist agitator who had been convicted of 
fomenting industrial disorders. Six natives were killed when the 
police fired on a large crowd. 


Turkey 

Jan. 14.—The Kamutay ratified the Pact with Afghanistan, Iraq, 
and Iran. It also passed an extraordinary credit of £T7 million for the 
Air Force. 


U.S.A. 
INTERNAL AFFAIRS 

Jan. 5.—The resignation from the Supreme Court was announced 
of Mr. Justice Sutherland, a Republican Party supporter, aged 75. 

President Roosevelt sent to Congress his Budget Message for 
1938-39, estimating expenditure at $6,869 million and revenue at 
$5,919 million, thus showing a deficit of $950 million. Included in the 
expenditure was $1,138 million for “‘ recovery and relief,’’ and the total 
shown for national defence was $991 million, of which $571 million 
was for the Navy. 

(The increase in debt by reason of the deficit did not mean that the 
Treasury would borrow that sum, as there would be available for invest- 
ment in special issues of Government loans some $1,163 million, repre- 
senting investments of $600 million from the Old Age Pensions Reserve 
account and other Retirement Funds and $573 million from the 
Unemployment Trust Fund.) 

The gross public debt at June 30, 1937, was $36,424 million, and 
it was estimated that this would be $37,603 million on June 30, 1938. 

Mr. Roosevelt remarked that owing to world conditions he might 
find it necessary to request additional appropriations for national 
defence. 

Jan. 14.—The President conferred with a group led by Mr. Lewis 
of the Committee for Industrial Organization, and including a partner 
in Morgan and Co. and the chairman of the General Electric Company. 

The President told the press that he believed all holding companies 
in every type of industry should eventually be abolished. In the 
public utility field the owners of shares worth $600 million controlled 
investments of $13,000 million. 

Jan. 15.—Mr. Roosevelt nominated Mr. Stanley Reed, the Solicitor- 
General, to be a Judge of the Supreme Court. 

Jan. 17.—The House of Representatives Appropriations Committee 
recommended the appropriation of $553,266,494 in the year 1938-39 
for the building of 2 battleships, 2 cruisers, 8 destroyers, 6 submarines 
and 4 auxiliary vessels, the programme outlined by the President on 
Dec. 29. This was about $26? million more than that for 1937-38. 
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The Director of the Aeronautics Bureau of the Navy told the 
Committee that it was planned to build 2,050 aeroplanes by 1941, 
instead of the earlier estimate of 1,910. 


EXTERNAL AFFAIRS 

Jan. 5.—During a Senate debate on American rights in the Far 
East a report was produced showing the value of U.S. investments in 
China as $132 million and in Japan as $60 million. American invest- 
ments in China were stated to be 6.1 per cent. of the total, compared 
with Britain’s 36.1 per cent. 

Jan. 6.—The Zionist Organisation, the Palestine Foundation Fund, 
and the Jewish National Fund sent a telegram to the British Govern- 
ment urging that until a decision was reached on partition Jewish 
immigration to Palestine should continue on a basis of the economic 
absorptive capacity of the country. Also, that Palestine should not 
be treated as if it had reached a dead end, but the administration of 
the Mandate fully maintained, pending Parliamentary and League 
action. 

On arrival in New York Mr. Dodd, the retiring Ambassador to 
Germany, told the press that it was difficult to know what a representa- 
tive of the U.S.A. could do in a “ vast region where religious freedom 
is denied, where intellectual initiative and discovery are not allowed, 
and where race hatreds are cultivated daily.” The democratic peoples, 


try to improve international co-operation ; and “ on proper occasions 
they must remind men of the importance of world peace, easier com- 


mercial relations, and the significance of democratic civilization for 
which the peoples have struggled since the 16th century.”’ 

Twice as much money was being spent on arms as in 1913, and 
the logical outcome was another war. In that case, would isolation 
be possible for any great industrial country ? 

Jan. 7.—Mr. Joseph Kennedy was appointed Ambassador to 
Great Britain; Mr. Hugh Wilson, Ambassador to Germany ; and Mr. 
Joseph Davies, Ambassador to Belgium. 

Mr. Hull issued formal notice of intention to negotiate a trade 
agreement with the U.K., and with that Government on behalf of 
Newfoundland and the British Colonial Empire. He also issued a list 
of products regarding which the Government would consider the granting 
of concessions, and stated that it covered 416 categories of goods. 

The Committee for Reciprocity Information announced that 
Feb. 19 would be the closing date for the submission of briefs and 
views by interested parties, and March 14 the opening day for public 
hearings. 

Jan. 8.—Mr. Hull, in a letter to the Chairman of the Foreign 
Affairs Committee of the House, said: “ It is my judgment that under 
our present form of government, of the people, by the people, and for 
the people, our foreign affairs can be conducted far more efficiently 
from the standpoint of keeping this country out of war than would 
be at all possible under the operation of any such plan as the Ludlow 
resolution proposes. 

‘ After the fullest consideration I am satisfied that this plan would 
most seriously handicap the Government in their conduct of our foreign 


75 





32 


affairs generally, and would thus impair disastrously its ability to 
safeguard the peace of the American people.” 

Jan. 10.—A Message from the President was read in the House of 
Representatives in which he gave his views re the Ludlow resolution, 
saying, ‘‘ I must frankly state that I consider that the proposed amend- 
ment would be impracticable in its application and incompatible with 
our representative form of government.”’ 

“Our government,” he went on, “is conducted by the people 
through representatives of their own choosing. It was with singular 
unanimity that the founders of the Republic agreed upon such a free 
and representative form of government as the only practical means of 
government by the people.”’ 

Such a proposal would encourage other nations to believe that 
they could violate American rights with impunity, and though its 
sponsors no doubt believed sincerely that it would help to keep the 
country out of war, ‘‘ I am convinced,” he concluded, “‘ that it would 
have the opposite effect.” 

By a vote of 209 to 188 the House refused to discharge its Rules 
Committee from further consideration of the Ludlow proposal, thus 
leaving it in the hands of the Committee, which had steadily refused 
to submit it to Congress. 

Jan. 13.—The Navy Department announced that three 7,000 ton 
cruisers, en route to Australia for the 150th anniversary, had been 
ordered to Singapore instead, to take part in the opening of the naval 
base. 

Jan. 14.—The State Department announced that a protest had 
been made to the Japanese authorities in China about the frequent 
cases of looting of U.S. property in Nanking and elsewhere by Japanese 
soldiers. 

The Secretary of State received a visit from the German 
Ambassador, who directed his attention to statements made by the 
former Ambassador in Berlin the previous evening. (Mr. Dodd said 
the Nazi régime was more absolute than that of any medieval Emperor, 
and that Herr Hitler had killed as many personal opponents in 5 years 
as Charles II of England had in 20.) 

Mr. Hull stated that he had replied that the right of free speech 
was guaranteed to every U.S. citizen, and Mr. Dodd was no longer a 
diplomat, but a private citizen. 

Jan. 15.—In reply to an enquiry from the Senate regarding 
interests in the Far East, Mr. Hull wrote to the Vice-President saying 
that the concern of America in the situation, as in the situation on the 
American continent, was not measured by the number of citizens 
residing in a particular country or by the value of investments, etc., 
but, ‘“‘ there is a broader and much more fundamental interest—which 
is that orderly processes in international relationships be maintained.”’ 

Jan. 16.—The New York Times reported that the Chairman of the 
American Committee of the International Chamber of Commerce had 
been approached by Japanese industrial interests in the hope of obtain- 
ing a credit of $50 million for the purchase of machinery for the 
development of the heavy industries of Manchukuo. 

The Japanese Government, it reported, had undertaken to exempt 
payments against the credit from the restrictions of the Japanese 
Exchange Control Act. 
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U.S.S.R. 

Jan. 9 .—The arrest was reported of seven Church dignitaries, as 
enemies of the people, traitors to the Union, and spies. They included 
the Metropolitan of Moscow, the former head of the “‘ Living Church,”’ 
and several Bishops. 

The press alleged that they, together with the Acting Patriarch of 
Russia, were agents of a Trotskyist organisation working for the German 
Gesté ipo. 

Jan. 10.—Further reports of arrests of clergy were received from 
many parts of the country, and 21 bishops were stated to have been 
arrested since November. 

Jan. 11.—M. Chubar, the Commissar of Finance, confirmed a report 
that M. Grinko, his predecessor, was in disgrace. 

Jan. 12.—The first session of the Union Council and of the Council 
of Nationalities opened in the Kremlin. 

The Government informed the British Government that they 
wished the number of Consular posts maintained by each in the territory 
of the other to be equal, and as there was only one in Great Britain— 
the Consulate-General in London—they suggested the closing of the 
Consulate in Leningrad. 

It was understood that similar representations had been made to 
Latvia, Norway, Sweden, Estonia, and Finland. 

Jan. 14.—The creation was announced of a General Staff of the 
Navy, under Admiral Galler, a former Tsarist officer. 

Jan. 15.—A joint session of the two Councils adopted unanimously 
an amendment to the Constitution giving the Presidium (the supreme 
executive authority) power to declare martial law throughout the 
country wherever and whenever Soviet territory was threatened by 
any external foe. 

M. Molotov announced that large warships would be built, owing 
to the refusal of Italy and Japan to limit their fleets and to Italy’s 
claim to supremacy in the Mediterranean. Germany had signed an 
agreement for limitation, but ‘‘ we know,” he said, ‘‘ what Germany’s 
signature means.”’ 

It was announced that the Government had suspended all direct 
payments due to Italian firms for goods supplied, on the ground that 
Soviet organisations had not been paid for goods purchased by Italy, 
particularly oil, for about a year. 

Reports were current that 23 Moscow journalists had been arrested, 
and one shot; also that the former Minister to Estonia had been 
banished to the north for ro years as a Trotskyist. 

Jan. 17.—The Supreme Council of the Union, being the two 
Houses in joint session, elected M. Kalinin as President. Other 
members of the Supreme Council were Marshals Budyonny and Bliicher, 
Mme. Krupskaya, M. Kaganovitch, and M. Zhdanoff. 

M. Molotoff resigned, and was at once asked to form a new Govern- 
ment. During the discussion M. Krylenko, the Commissar of Justice, 
was severely criticized by M. Zhdanoff, while the Foreign Commissariat 
—though not M. Litvinoff himself—was also criticized. 


Vatican Ci 
Jan. 12.—The Pope, addressing the bishops and priests received by 
Signor Mussolini on Jan. 9, said the honour shown to his audience that 
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day had given him great joy, and the words of the Duce were “ consoling 
and reassuring.” This consolation had come at a notable moment in 
the history of human tribulation, for, looking across the Alps he was 
compelled to say that he could not fail to see threatening clouds which 
gave no promise of fine weather. 


Yugoslavia 

Jan. 7.—The expulsion from the country was reported of 12 
prominent Austrian residents of Maribor. The official reason was that 
it was reprisal for the unfair treatment of Yugoslavs resident in Ausrria 

Jan. 11.—The Rumanian Foreign Minister arrived in Belgrade and 
was met by Dr. Stoyadinovitch. 

Jan. 15.—M. Stoyadinovitch in Berlin. (See Germany. External 
Affairs.) 








